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U.S. Budget for Fiscal Year 1958 


In his budget message to Congress, President Eisen 
hower estimated that budget expenditures would rise 
from $68.9 billion for the fiscal year ending June 1957 
to $71.8 billion for fiscal 1958. and that budget receipts 
would rise from $70.6 billion to $73.6 billion. Thus the 
expected surplus of $1.8 billion for fiscal 1958 is about 
the same as the surplus estimated for fiscal 1957. On an 
over-all cash basis, after account is taken of extrabudget 
ary items, an excess of $3.0 billion in federal receipts is 
expected for fiscal 1958, compared with $3.5 billion in 
1957. (Extrabudgetary items consist of the trust funds 
administered by the Government. such as those for high 
ways and for social insurance.) This cash surplus, which 
will serve to restrain inflationary pressures. cannot be 
achieved, however, unless present tax rates are main 
tained: nevertheless. some tax reductions for small busi 
ness firms are recommended. 

As in the past several years, national security expendi 
tures and foreign aid account for the largest part——63 
fiscal 1958. 


Domestic civil benefits account for 24 per cent, interest 


per cent—of total proposed outlays for 
on the public debt 10 per cent, and all other operations 
> per cent. The national security program, at $43.3 bil- 
lion, accounts for 60 per cent of the total budget, and is 
$2.4 billion greater than estimated expenditures for fiscal 
1957. The estimated expenditures of the Department of 
Defense will increase from $36 billion in fiscal 1957 to 
$38 billion in fiscal 1958. Expenditures for atomic energy 
in fiscal 1958 are estimated at $2.3 billion, compared with 
$1.9 billion in fiscal 1957. 


uses of atomic energy will be increased, particularly the 


Efforts to develop the pear eful 


development of reactors to produce atomic power. How- 
ever. the Government will not enter directly into the field 
of commercial atomic energy. and no funds for new 


In this 


field, federal government activities will be limited to 


large-scale reactors are proposed in the budget 


research in nuclear technology and nuclear physics. The 
net cost of stockpiling and defense production expansion 


Military 


aid abroad will remain unchanged at $2.6 billion unde 


is expected to continue at about $400 million 


present and proposed legislation. Furthermore, an increas- 
ing amount of military equipment furnished to foreign 
countries through the military assistance portion of the 
mutual security program is to be furnished on a reim 
hursable rather than on a grant basis. 

A slight increase, to $2.1 billion in fiscal 1958, is esti 


mated for expenditures for international affairs and 


finance. Under the nonmilitary portion of the mutual 


security program, $2.0 billion will be spent for economi 
assistance and for the economic development of unde 
developed countries \ significant part of the expendi 
tures for development. however, will be in the form of 
loans through the Export-Import Bank. 

The largest increase in expenditures other than those 
of national security is proposed for the labor and welfare 
programs, with expenditures of $3.5 billion in fiscal 
1958, compared with estimates totaling $3.0 billion for 
1957 Outside the budget, estimated benefits of more 
than $10 billion will be paid by the federal social insur 
ance and retirement trust funds.) Primary reliance is 
placed upon the States and local communities to provide 
social welfare services. so that four fifths of the $3.5 bil 
lion estimated budget expenditures for labor and welfare 


in 1958 is for grants-in-aid to State and local govern 


ments. Expenditures of $151 million are proposed for 
school construction during fiscal 1958. under the five 
year program of federal aid to schools. Expenditures for 
agriculture are expected to increase by $264 million, to 
$5.0 billion. Within this total, net price support expendi 
tures of the Commodity Credit Corporation are expected 
to be about the same ($2.0 billion) as in fiscal 1957, but 
substantially less than the $3.6 billion spent in fiscal 1956 
However. the decrease from fiscal 1956 is more than off- 
set by the increase in expenditures under the soil bank 
program, which will reach $1.0 billion in fiseal 1958. 
Slight increases are estimated for two other major 
uncontrollable items of the budget. Payments to veterans 
will rise by $176 million. to $5.0 billion in fiscal 1958 
and interest payments on the public debt by $700 million, 
to $7.1 billion. The public debt was reduced in the fiscal 
vear 1956, and further small reductions are estimated 
for L957 and 1958. However, outlays for interest pay 
ments are expected to increase owing to the higher rate 
of interest the Treasury has to pay in its refinancing 


operations 


Expenditures for natural resources will 


increase slightly, while the remaining categories -Gen 


eral Government. Commerce and Housing-—will decline 


hy approximately $1 billion in fiscal 1958. The new 
highway program will be financed from prov eeds of excise 
taxes on motor fuels. tires. and vehicles, which are to be 
deposited in a trust fund and thus do not appear in the 


budget estimates. 


The special highway trust fund will 
disburse approximately $26 billion over a 13-year period 


ver UO ner 


cent of the cost of completing the Inter 
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state Highway System. Expenditures from the trust fund 
in fiscal 1958 are estimated at $1.7 billion, and they will 
rise gradually in later years, to $3 billion annually. 
Estimates of total budget receipts are based on a con- 
tinuing high level of prosperity and increasing national 
income, and on the continuance of present tax rates. 
Individual income taxes are estimated at $11.0 billion in 


fiscal 1958. or 6 per cent more than in fiscal 1957; this 


increase is smaller than the 9 per cent rise in individual 

income taxes from fiscal 1956 to fiscal 1957. It is esti- 

mated that corporation income taxes will rise by 3 per 

cent in fiscal 1958, to a total of $22 billion, compared 

with $21.4 billion in fiscal 1957. 

Source: The Budget of the United States Government 
for the Fiscal Year Ending June 30, 1958, 
Washington, D.C., January 16, 1957. 


IBRD Loan to Iran 


The World Bank has made a loan equivalent to $75 
million to Iran to provide short-term financing required 
for Iran’s Second Seven-Year Development Plan. It is 
the Bank’s first loan to Iran. 

The Bank of America. the Irving Trust Company. and 
the Manufacturers Trust Company are participating in 
the loan, without the World Bank’s guarantee, in the 
total amount of $3.5 million of the first maturity which 
falls due on September 15. 1959. 

Iran embarked on its first Seven-Year Development 
Plan in 1948. but when oil production was drastically 
urtailed in 1951. development activities had to be aban- 
doned for about four vears. After oil revenues again 
hecame available late in 1954. following an agreement 
with a consortium of foreign oil companies. it became 
possible to resume development activities on a substan- 
tial scale and a second Seven-Year Development Plan 
was formulated. The Second Seven-Year Plan encom- 
passes a wide range of projects and programs for the 
development of agriculture, transport, electric power. 
industry. and social services. The Plan is being admin- 
istered by the Plan Organization. an independent govern- 
ment agency. and is being financed mainly out of oil 
revenues. 

The portion of Iran's oil revenues allocated to the Plan 
Organization is expected to exceed the equivalent of 


$1,000 million during the seven-year period, Septem- 


Sterling Exchange Rates 


The sterling exchange rate continued to advance in the 
foreign exchange markets in the early part of January. 
the spot rate for the U.S. dollar rising by vA 6 cent on 
January 11, to $2.79 ''%4,, the highest since July 18. 


Zurich 


highest point since October. 


Transferable sterling in reached $2.76!x. its 

After a further rise to $2.79 '*,, during the following 
week, the spot rate closed at $2.79%4 on January 18. and 
the discount on three-month sterling narrowed to 1 "». 
cents. Transferable sterling in Ziirich reached $2.77 on 
January 16, its highest level for six months, and then 
eased to $2.7640 on January 18. 

The sterling price for gold in London fell to 249s. 9d. 


m January 11. and later to 219s. 6! .od., the lowest price 


ber 1955 to September 1962. These revenues should be 
sufficient to cover the expenditure now programmed over 
the seven-year period. However, since oil production can 
be restored only gradually, the revenues during the early 
years of the Plan are expected to fall somewhat short of 
the expenditure to be undertaken in those years: in the 
later years, on the other hand, the revenues will be much 
more ample. 

The World Bank loan is being made to enable Iran to 
anticipate some of these future revenues and thus to 
proceed with programs and projects which would other- 
wise have to be delayed until the later years of the Plan. 
The proceeds of the loan will be made available to assist 
in financing Plan expenditures during the period Au- 
gust 21. 1956 to March 20. 1958, or such later date as 
may subsequently be agreed upon. 

The loan is for a term of less than six years; semi- 
annual amortization payments will commence Septem- 
ber 15, 1959 and are scheduled to retire the loan by 
September 15, 1962. The rate of interest will be 5 per 
cent including the 1 per cent commission charged by 
the Bank. The loan is a general obligation of Iran. In 
addition, arrangements have been made for servicing the 
loan from oil revenues allocated to the Plan Organization. 
Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C.. 
January 23, 1957. 


reflects the 
strength of the pound. But the dollar price of gold has 


since June 20. This decrease nominally 


also declined. Several factors are said to be responsible. 
First, sales of Russian gold are reported to be continuing 
on the continent; second, purchases by debtor countries 
in the European Payments Union have ceased, pending 
the monthly settlement, while creditor countries have been 
offering most of their monthly receipts. 


On January 22, the spot rate in New York was 
$2.80 ',,. the three-month forward rate $2.79 '4,, the 
rate for transferable sterling, $2.76%4. and the rate for 
security sterling. $2.64. The price of gold in London 
was 248s. 11d. 


Sources: The Times, London, England, January 12 and 
19. 1957: The Wall Street Journal, New York. 


N.Y.. January 23, 1957. 














INTERNATIONAL FINANCIAL News Survey, January 25, 1957 


U.K. Licensing Control of Steel Exports 
The U.K. Board of Trade is introducing licensing 


control of exports of certain steel products, to safeguard 
supplies for U.K. industries. The decision results from 
recommendations by the Iron and Steel Board, in order to 
maintain supplies for the constructional engineering and 
shipbuilding trades. Licenses will be needed in future 
for the shipment to all destinations of all types of pig 
iron, steel rails, and alloy and nonalloy steel sections. 
bars, and rods. Exports of steel plate are already re- 
stricted by a licensing arrangement. 

The reason for further restriction is said to vary for 
each type of steel product, but no doubt the overriding 
influence has been the prospect of a reduction in steel 
output arising from the fuel shortage. The steel industry 
is by far the largest consumer of fuel oil, and nearly 8 
million tons of steel a year, out of a total of 20 million 
tons, are produced in oil-fired furnaces. The industry is 
also likely to be severely affected by the limitations on 
transport. 


Source: The Times, London, England. January 16, 1957 


Sweden's Government Budget 


Estimates of Sweden’s operating budget for 1957-58 
show receipts totaling SKr 11,891 million. or SKr 7814 
million more than in the current budget year, and expen- 
ditures at SKr 10,890 million, an increase of SKr 229 
million. Thus the surplus is estimated at SKr 1,001 
million, against SKr 446 million for 1956-57. The capital 
budget estimates that investment expenditures will in- 
crease to SKr 2,245 million in 1957-58, from SKr 2.091 
million in 1956-57. When the deficit of SKr 1.118 million 
on the capital budget is included, the over-all budget for 
1957-58 is expected to result in a deficit of SKr 117 mil- 
lion, compared with a deficit of SKr 25] million in 
1956-57. Whereas the original cash budget estimates for 
1956-57 showed a surplus of SKr 493 million, a revised 
estimate shows a deficit of SKr 225 million; and in 
1957-58 the deficit is expected to reach SKr 282 million. 
But since various receipts are to be blocked for specific 
purposes, the need for financing is substantially greater 
than these figures indicate. The original estimate for 
1956-57 estimated that the government debt could be 
reduced by SKr 32 million; the revised estimates indi- 
cate that the Government will need to borrow SKr 686 
million in fiscal 1956-57 and SKr 657 million in fiscal 
1957-58. 

Higher expenditures, partly of an automatic charac- 
ter, are noted for virtually all the main headings under 
the operating budget, with social welfare and defense, 
as usual, accounting for more than one half of total 
spending. Appropriations for social welfare show a rise 
of SKr 251 million, to SKr 3,350 million, and defense 
expenditures an increase of SKr 172 million 


Skr 2.242 million. 


993 


ae 


In real terms the effects of the current and the coming 
budgets are expected to be an increase of central govern- 
ment investment demand by about 2 per cent in 1957, 
against an increase of 3 per cent in 1956. Government 
consumption is expected to be about 4 per cent above 
that in 1956, when it exceeded 1955 consumption by 
about 2 per cent. The Minister of Finance stated that. 
with the present inflationary pressures, it would have 
been desirable to balance the over-all budget, but that 
this had not been possible and the 1957-58 budget pro- 
posals are weaker than those for 1956-57. He also stated 
that additional expenditures, e.g.. because of higher w ages 
and salaries, supplementary appropriations, etc., could 
be expected to materialize. 


The Finance Minister believes that some slowing down 
of domestic expansion is necessary in order to protect the 
value of the krona and the country’s foreign exchange 
reserves. In his opinion, the weak point in the Swedish 
economy is the low level of foreign exchange holdings 
ind, since there may be further pressures on the reserves, 
the restrictive economic policy will have to be continued. 
While the balance in the country’s economy is far better 
now than it was when the restrictive credit and fiscal 
policies were introduced two years ago, total demand for 


goods and services is still larger than available resources 


Source: Ministry of Finance, Inkomster pa driftsbudgeten 
( bilaga till statsverkspropositionen 1957), Stock- 


holm, Sweden, January 1957. 


West German Export Financing 


The Vice-Chancellor of the Federal Republic of Ger- 
many. Dr. F. Bliicher, has proposed the formation of a 
joint finance institution along the lines of «he Central 
European Industrial Association set up by certain Ger- 
man firms after World War |. Important industrial 
export firms in Western countries would participate for 
the purpose of assisting underdeveloped countries. Be- 
yond a certain point, German industries would be able 
to put up the required funds only on condition that they 
are relieved of at least part of the political risks involved 
in the transactions. The Vice-Chancellor has also sug- 
gested that the A and B medium-term credit facilities 


accorded by the Export Credit Company of Frankfurt 


be supplemented by a third credit line for financing 


exports for periods exceeding five years. In the present 
situation, the total credit available under this proposed 
additional facility would have to be limited to at most 
DM 300 million a year. Theoretically, the credits could 
be covered by rediscounting at the central bank and/or 
guarantees by the Finance Ministry through the Hermes 
Company. In the light of the money market situation, 
projects requiring longer-term finance could be split into 
several short-term projects, thereby enabling the inade- 


nane) hire ne pita marke 
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be replaced by short-term financing via the money 
market 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany. January 3. 1957. 


Economic Developments in Greece 


Political tension in the Middle East last November 
affected economic conditions in Greece mainly in two 
ways: a higher rate of withdrawals from bank deposits 


Neither 


change assumed alarming proportions, however. a fact 


and a considerable demand for gold sovereigns. 


generally attributed to the strengthening of the economy 
and further growth of confidence during recent years. 
Private deposits with commercial banks and other finan 
cial institutions, which had risen at an average monthly 
rate of some 5 per cent from May to October 1956, follow- 
ing the increase in interest rates on bank savings and time 
Vews Survey, Vol. VIII, p. 369), 


November. 


deposits (see this 
declined by approximately 2 per cent in 
There were indications. however, that bank deposits 
resumed their upward trend in December. At the same 
time, the price of the gold sovereign rose gradually from 
age of Dr 315 in October to around Dr 332 early 


in December. but then fell to Dr 325 toward the end of 


an aver 
the year. A greater increase in gold quotations is 
reported to have been prevented by official intervention 
(the extent of which is not known) in the domestic gold 
market in November, effected through commercial banks. 
The black market premium on the U.S. dollar note 
increased from an average of 0.5 per cent in October to 
1.8 per cent in November, but it fell again to 1 per cent 
in’ December. The black market dollar price of the 
sovereign was USS$10.12 in October. US$10.67 in Novem- 
ber, and USS10.73 in December. 

Owing to a shift from bank sight deposits to savings 
or time deposits, induced by the higher interest paid on 
hank savings and time deposits. the money supply at the 
end of October was about the same as at the end of 
April, although during this period the note circulation 
expanded by Dr 138 million, or nearly 3 per cent. Data 
on deposit money in subsequent months have not yet 
become available. The note circulation declined slightly 
in November but then expanded substantially. to Dr 6,100 
million (preliminary figure), or by some 12 per cent, 
in December. This increase, which reflects increased 
government borrowing from the Bank of Greece and is 
largely seasonal in nature, may be assumed to have raised 
the money supply to a record figure at the end of 1956. 
As usual, the note circulation declined in January, but 
the decrease was greater than in January of recent years. 

\pparently as a result of the lower velocity of circula- 
tion of money and of higher imports, prices in the second 
half of last year remained stable, on the whole. in contrast 
to the moderate increases of the first part of 1956, The 


wholesale price index was 153 (1952 LOO) in Decembe - 


compared with 152.9 in June 1956 and 146.1 in December 
1955. The corresponding figures for the cost of living 
index were 137.8 (1952=100), 137.6, and 136.1 (Bank 
of Greece indices). Recent increases in fuel and other 
prices, including freights, have not yet been reflected in 
the price indices. 


\fter a period of slackness, industrial production ap- 


pears to have resumed its upward trend; the global index 
of industrial output rose from 186 (1939=100) in 
August to 191 in September and 197 in October. Al- 
though it declined to 196 in November, it was still some 
> per cent higher than a year earlier. There are no 
indications that industrial production was affected after 
October by oil shortages. Restrictions on oil consumption 
reportedly affect only private cars and heating. 

The balance of payments position deteriorated consid- 


erably in 1956. During the first 11 months imports 


increased by $82 million, or about 25 per cent, while 
exports rose by only $5.4 million, or 3 per cent. As a 
result. the import surplus expanded by $76.6 million, or 
approximately 19 per cent. Higher payments for imports 
reportedly reflect’ increased world market prices and 
freights and also a reluctance by foreign suppliers to ship 
on a deferred payment basis. Although government 
imports of such consumer items as wheat and oilseeds 
increased, he ause of the poor domesti: crops, imports of 
machinery. raw materials, and semifinished goods as a 
proportion of total imports appear to have been high in 
comparison with 1955. The higher deficit on merchandise 
account was offset only in part by a net increase of $25 
million, or 22 per cent, in earnings from  invisibles: 
the balance of payments deficit on current account, 
including ordinary capital movements, for the first 11 
months of 1956 is therefore estimated at $81.6 million, 
compared with $30.4 million in the same period of 1955. 
Since utilized U.S. aid, including shipments under the 
U.S. surplus farm products program, amounted to $74 
million in 1956, against $68 million in 1955, there was 
a decline of $7.3 million in exchange reserves between 
January and November 1956, in contrast to an increase 
of $38.1 million in the corresponding period of the 
preceding year. 

Sources: To Vima, December 23, 1956, and Naftemboriki 
and Oikonomikos Tahidromos, various issues. 


Athens, Greece. 


Middle East 


UNRWA Operations in the Middle East, 1955-56 


The Director of the United Nations Relief and Works 
Avency for Palestine Refugees (\UNRWA). in his annual 
report covering the operations of the Agency for the 
period June 1, 1955 to May 31. 1956, states that the 
number of refugees receiving UNRWA aid as of June 30. 
1956. was 922.279: 216.971 were in Gaza, 512.706 i: 


Jordan, 102.625 in Lebanon. and 89.977 in Syria. The 





INTERNATIONAL FINANCIAL News Survey, January 


25, 1957 


995 


Ce 


total expenditure of UNRWA amounted to about $32.2 
million, of which $23.4 million was spent on relief and 
$8.8 million on rehabilitation programs. The budget for 
1956-December 31, 1957, is 
as follows: $43.4 million for immediate relief; about $22 


the 18-month period, July 1, 


million for small rehabilitation projects: and an addi- 
tional $77 million for two large irrigation projects, the 
Jordan-Yarmouk Development Project and the Sinai 
Resettlement Project. The execution of the last two 
projects depends upon an over-all settlement of the 
Palestine refugee problem. 

Source: Le Commerce du Levant, Beirut, Lebanon, Janu 

ary 9, 1957. 


Egyptian Exchange Resources 


A second credit of Sw F 20 million has been arranged 
for Egypt by Mainland China. As in the previous opera- 
tion in August 1956, frances have been provided by selling 
transferable sterling in Zurich. The two credits, amounting 
together to the equivalent of £4.250,000. are to be ulti 
mately repaid by Egyptian cotton exports. Egyptian 
reserves have also benefited from two dollar loans from 
Saudi Arabia—one of $10 million and the other of $5 
million. The sum of £20 million was transferred on 
January | from Egypt's blocked No. 2 account to its 
No. 1 account at the Bank of England, in accordance 
with the Anglo-Egyptian sterling agreement of Au- 
gust 1955. However, Egypt's No. 1 account has also been 
effectively blocked since July 27. 


Sources: The Times, December 20. 1956 and January 2 


1957, and The Economist, December 29, 1956. 


London, England. 


Egyptian Government Cotton Sales 


The Egyptian Cotton Commission (ECC) has decided 


to sell government cotton stocks for export by public 


auction against payment only in U.S. dollars. deutsche 


mark, or Swiss franes. Successful bidders must deposit 


10 per cent of the value of the transaction within 24 
hours after the auction. The deposit will be returned 
when an irrevocable letter of credit in one of the cur- 
rencies mentioned is submitted. Repatriation of the full 
value must take place within two months. The ECC stocks 
on December 15, 1956 are estimated at 353.000 kantars 
(1 kantar=99.05 pounds). 


Source: Al Ahram, Cairo, Egypt. January 10, 1957. 


Use of Currency Cover in Jordan 


The Jordan Government has requested that the Cur- 
rency Board approve the use for economic development 
purposes of up to 25 per cent of Jordan’s currency cover. 
lhe Government has also requested that its representation 
on the Board be increased and that the headquarters of 


the Curreney Board be transferred from London to 


Jordan. 


The value of assets in the Currency Reserve Fund <¢ 
of March 31]. 1956 amounted to £13.281,475. ag 
note issue of JD 12.981.032 (JD 1=£1). 


iinst a 


Le Commerce du Levant. Beirut. Lebanon. Janu 


irvy 9. 1957. 


Source: 


Far East 
ICA Aid to Taiwan 


In order to assure an even flow « mds and materials 


; 
and maintain economic stability. the S. International 


{ USS27 n 


Cooperation Administration has 

under the defense support program fo 
f the fund for imports of nonmil 
second half of the fiscal year 1956-57. 
some $10 million will be used for imports 
$8.5 million for soya beans. and 86 milli 
The remainder will be used for imports 
modities as insecticides. tires. lubricating oil 


ind timber. 


Source: The Central Daily News of Taiwan New 
N.Y.. December 1. 1956 


Control of Japanese Textile Exports to the United States 


The U.S. Departmer ts of State. Commerce, and Agri 
culture and Japanese Embassy have announced a 
five-year control plan to limit Japanese cotton textile 
exports to the United States. The agreement. effectivs 


January 1, 1957, provides for an annual quota of 235 


million square vards of cotton manufactures. with spe 
The agree 


reductions in U.S. imports 


cific subquotas for a wide range of products. 
ment will result in immediat 
of such items as ginghams and velveteens which had 
increased sharply in 1955. The impact of these imports 
upon the price structure arouse d the concern of the entire 
U.S. textile industry as to where other 
This Cone 


number of “escape clause” 


nceentrated 


imports might occur. ern was expressed in a 


petitions filed with the Tarif 


Commission and in requests to Congress to establish 


textile import quotas. Over the past year the Executive 


Br inch of the Government discussed with the textile 


industry and with the Japanese Government. various 


In Der ember 


program of 


alternatives for assuring orderly marketing 

1955 the Japanese Government announced a 
voluntary control of exports of cotton goods to the United 
States for 1956. and in May 1956 it advised the U.S. 
Government of its intention to exercise similar 
for 1957. 


controls 
The five-year program now established repre 


While the 


vears. it may be 


sents the implementation of this intention. 


over-all quota figure is set for five 


adjusted after annual review. Subquotas are also adjust 


ible. except for velveteens and vinghams for which 


} 


quotas are pegged at 2.5 million and 


vards, respe tive ly. 


Source: Department of ( ommet 


ington, D.C. Janu 
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Japanese Overseas Investments 


Japan's overseas investments, resumed in 195] after 
World War II, amounted to about $20 million by Septem- 
ber 1956. Japanese capital in branch offices of Japanese 
banks. trading firms, and shipping concerns established 
abroad as corporations under local laws totaled $9 mil- 


lion. Japan is also participating in 61 technical assistance 


arrangements. mostly in India and Taiwan. 


Of the $20 million invested abroad. $12 million took 
the form of participation in the stock of foreign cor- 
porations. Most of these joint ventures are in Central 


and South American countries, principally Argentina, 
Brazil, and Mexico, and in South Asian countries, prin- 


cipally Taiwan, India. and the Ryukyus. 


In the former 
group the proportion of Japanese ownership is, on the 
average, about 80 per cent. whereas in the latter domestic 
These 


principally in textiles, machinery, and 


legislation has limited it to about 40 per cent. 
investments are 
mining 

Loans } 


amounting to $f made 


million have been 
through the provision of machinery and equipment for 
development projects abroad, such as iron mining and 
copper mining. 

Source: The Oriental Economist, Tokyo. Japan, Decem- 


ber 1956 


New Japanese Trade Agreements 


The open account agreement of 1948 between Japan 
1957 and 


agreement for cash payments in 


and France was abolished as of January 1. 
replaced by a new 
transferable sterling or transferable French francs. The 
new agreement, which applies to the whole French franc 
area, is to be renewed automatically for yearly periods, 
French 


authorized banks are allowed to open franc accounts for 


unless terminated with three months’ notice. 


Japanese residents, and the balances in these accounts 
may be used to credit franc accounts of residents of EPI 
countries or of the several countries for which France 
has established similar transferability facilities. 

The trade balance of $18,980,000 in favor of France 
on December 24, 1956 will be settled in sterling in three 
installments by the end of April 1957, The new arrange- 
ment will also be applied to payments with Laos; trade 
payments with Viet-Nam and Cambodia will be made in 
U.S. dollars. 

The open account agreement with the Philippines has 
been extended until the end of February, until a new 
arrangement is made in accordance with the Reparations 
\greement. 

Le Monde, Paris, France, December 29, 1956; 
Bank of Tokyo, Weekly Review of Economic 


{ffairs in Japan, Tokyo, Japan, January 12, 


1957. 


Sources: 
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United States and Canada 


U.S. Surplus Disposal Program 


The programming of surplus disposal of farm com- 
modities under the Agricultural Trade and Development 
Act (Public Law 480) totaled $1,672 million (at U.S. 
Thus, 


total programming since the beginning of operations in 


Government cost) during July-December 1956. 


July 1954 was $4,677 million, of which 60 per cent is 
accounted for by agreed sales for foreign currencies and 
the remainder by donations, famine relief, and barter 
July- 


period, when $345 million worth of com- 


contracts. Shipments accelerated during the 
December 
modities (at export market value) were exported under 
the local currency program, or 40 per cent of the total 


to date. 


Under Title I of the Act (sales for foreign currencies), 
78 agreements, with a total government cost of $2,826 
million, have been entered into with 30 countries since 
the inc eption of the program, Almost half of the total 
is accounted for by wheat, about one fifth by cotton, and 
most of the remainder by other grains and fats and oils. 
Foreign currencies acquired by the United States under 
the program are being used for a variety of purposes. 
The largest use (57 per cent) is for loans to recipient 
countries for multilateral trade and economic develop- 
ment. Payment of U.S. expenses abroad is absorbing 25 


per cent and U.S. military procurement about 12 per cent. 


Obligations for famine relief under Title II] of the Act 
have totaled $280 million since the inception of the pro- 
gram. Shipments are being made for such diverse 
purposes as to help feed Hungarian refugees, to relieve a 
bread shortage in Afghanistan resulting from drought, 
and to help avoid famine conditions in the Ryukyu 


Islands following severe typhoon damage last summer 


Cumulative domestic and foreign donations have totaled 
$826 million under the Act. Commodities have been 
donated to domestic school lunch programs and to charity 
cases, both institutional and private. Foreign donations 
are channeled through U.S. nonprofit voluntary-relief 
agencies and through intergovernmental organizations, 


such as the United Nations Children’s Fund. 


Barter 


totaled $147 million, and exports of surplus commodities 


contracts negotiated during July-December 
against outstanding contracts amounted to $228 million. 
Since July 1954 barter contracts have totaled $745 mil- 
lion. Bartered strategic materials acquired by the U.S. 
Government were valued at $220 million at the end of 


November. 


Source: The Fifth Semi-Annual Report on Activities 
Carried on Under Public Law 480, Transmitted 
by the President to the Congress, January 14. 
1957, Washington, D.C. 
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U.S. Construction in 1956 

Spending for construction in the United States in 1956 
totaled $44.3 billion, 3 per cent more than in 1955, 
according to preliminary estimates made by the Depart- 
ments of Labor and Commerce. The higher figure was 
due entirely to price increases, since the physical volume 
of construction was 2 per cent less than in 1955. Total 
private construction outlays of $30.8 billion exceeded 
those in 1955 by only 1 per cent, because of the 10 per 
cent fall in expenditure on new residential building. The 
substantial increases in private industrial and commercial 
building (17 per cent above 1955) and in other non- 
residential building (12 per cent above 1955), and the 
increased outlays of public utility companies (10 per 
cent above 1955), were barely sufficient to offset the 
slump in new housing construction. 

Public construction expenditures rose by 8 per cent. 
to $13.4 billion. 


which reached $5.1 billion, or 13 per cent more than in 


Spending on highway construction 


1955—-was the largest, accounting for half of the increase 
in the public sector. All other public construction cate 
gories except for hospital building and installations of 
the Atomic Energy Commission also increased. The 
increase of 62 per cent in public service enterprises was 
due to accelerated activity in hydroelectric and other 
facilities connected with the St. Lawrence Seaway. Ex 
penditure on conservation and development also rose 
because of numerous navigation and flood control proj 
ects which are under way. Outlays for public schools 
were at a new high for the ninth year in succession. but 
the increase in school building (4 per cent) was lower 
than in preceding years (14 per cent in 1955 and 25 pet 
cent in 1954). 
Source: Departments of Commerce and Labor, Joint 
Press Release. Washington. D.C.. January 9. 
1957. 


Canadian Newsprint 


The two largest Canadian producers of newsprint have 
raised their prices from $126 per ton in Canada to $130. 


corresponding to $134 per ton in New York. The increase, 


which will become effective on March 1, 1957, is attrib 
uted to rising costs of materials, labor, and transpor 
tation. 

Source: The Financial Post, 


1957, 


Toronto, Canada, Janu- 


ary :z. 


Latin America 
Economic Development Fund in Peru 


A law enacted in Peru on December 11. 1956 created 


an Economic Development Fund by assigning various 
tax resources previously earmarked for a multiplicity of 
purposes to investments in public works and development 


projects. The most important sources of revenue assigned 


to the Development Fund are 10 per cent of receipts from 
import and export taxes, 25 per cent of receipts from 
various taxes assigned to the National Health and Welfare 
Fund. the excess over specified amounts of proceeds 
from the unemployment tax and the gasoline tax. and a 
number of taxes assigned by special laws to public works 
similar to those covered by the new Development Fund 
which are estimated at 


USS$29 million) for 1957. 


The resources of the Fund 
approximately S/. 550 million 
will be distributed, as a general rule. in proportion to the 
population of each department of the country. 


works and development programs to be 


| ne public 


financed by the Development Fund include road constru 


. ie" : “7 ; 
tion and maintenance, irrigation. flood control. supply 


markets. electri 


{ 


potable water. sewerage. street paving 


power plants. and agricultural development. The invest- 


ment plans for each department will be prepared by a 
local Council of Public Works and submitted for approval 
of Development and Public Works and 


if the Development Fund for the 


to the Ministry 
to the Superior Council « 
preparation of a National Plan for Departmental Invest- 
Council will be « ymposed 4 the 


Public Health. and Agricul- 


onal delegates 


ments. The Superi 


\inisters ol Development 
ture. and by four reg 


{ndean Air Mail and Peruvian Times. Lima. 
Peru, December 14. 1956 


Source 


Bolivian Exchange Rate 

Exchange transactions involving the single exchange 
rate established under the Stabilization Decree issued it 
Bolivia on December 15 (see this Vews Survey, Vol. IN. 
p. 219) began on December 19. when the closing selling 
rate for the U.S. dollar was Bs 7.740 


January 19 was Bs 7.700. 


The selling rate o1 


Brazilian Taxation Concessions on Capital Imports 


Capital equipment imported into Brazil for use in the 
manufacture of automotive vehicles. internal combustion 
motors. and electric generators has been exempted from 
payment of Brazilian customs duties and surtaxes, con 
sumption taxes, and other imposts, except the 4 per cent 
ad valorem social security tax. These exemptions. granted 
1956. are for a period of 30 


months, but are retroactive for such equipment imported 


he fore that date. 


by a law of December 6. 


Importers who wish to benefit from these exemptions 
must obtain prior approval from designated Brazilian 


Government agencies Approy il will not be eiven for 
imports of equipment of types produced in Brazil. 
Source Foreign Commerce 


Weekly, Washington. D.C.. January 7. 1957 


Department of Commerce. 


Agricultural Production in Brazil 
A study prepared by the Ministry of Agriculture of 


Brazil shows that the volume of agricultural production 
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hased on 18 produc ts. was some 3.5 per cent less in 1956 
than in 1955. The total value at 1955 prices is estimated 
ut CrSi37 billion. against Cr$142 billion in 1955. The 
decline in production was due to smaller « rops of Brazil's 
(by 22 


per cent). cocoa thy 2 per cent). and cotton (by 1 per 


staple agricultural commodities. namely coffee 


ent). and also peanuts (by 2 per cent) and barley (by 


& per cent). The decrease in production of these five 
ommodities caused a reduction in value of Cr$9.1 bil 
lion. at 1955 prices: coffee alone was responsible for a 
decrease of Cr89.2 billion 

The area planted to the 48 products included in the 
survey was some 2.7 per cent larger in 1956 than in the 
preceding year. 
Source: 


Conjuntura Economica, Rio de Janeiro. Brazil. 


December 1956 


Uruguayan Meat Exports 


The private meat export packing houses in | ruguay 


enjoyed increased activity during 1956. despite work 


stoppages in the first half of the year. The number of 
cattle slaughtered was 121.000 more than in 1955, an 
increase of more than 25 per cent. Proceeds from meat 
exports are estimated to have been greater in 19506 than 
in 1955. when they amounted to US$7 million. but it is 
unlikely that they were as high as even half the annual 
rate of USSIO million. which had been maintained for 
several years before 1955. 

Edition) 


Source: El) Bren Publico (Weekly Airmail 


\ontevideo. Uruguay. January 8. 1957 


Other Countries 
Relaxation of Australian Import Controls 


The Treasurer of the Commonwealth of Australia has 


innounced an increase in import quotas, which will 


nvolve some £A 30 million a year and is to apply retro 


1957. Most of the £A 30 


million is expected to be taken up by some important 


spectively from January 1, 


chemicals. textiles. and machinery. and by unbleached 


materials from Japan. (A relaxation of import licenses 
amounting to some £A 3 million and an 


nounced in December 1956. is included in the LA 30 


lor textiles. 


The new rel 


million.) ixations will go a long way toward 
inceling the effect of the import cuts introduced as of 
July | 
i year (see this News Survey, Vol. IX. p. 16) 


In makine the 


1956. which were designed to save LA 40 million 
announcement. the Treasurer stated. 
We have reached a state of balance in our external 


wcounts. and if the wool market holds for the remainder 


! the sellin , stadson we should bye able to make a worth 


overseas reserves. 
During the six months. July-December 1956 

iad a visible trade surplus of £A 99.7 
ith a dehieit 


eriod of JO55 


while addition to our 
Australia 
million, compared 
of £A 26.6 million in the corresponding 


Exports for the =i" mn half ofl 


1956 


totaled £A 1459.5 million. and imports were £A 359.8 


million. However. the trade figures do not give a com 


plete picture of Australia’s external current account. 


because of the influence of invisible items. including 
royalties. ete 
a total of £A 175 million in the year 


ended June 30. 1956. and they are expec ted to cost more 


shipping freights, insurance, dividends. 


These items cost 


this year, partly because of the increase in shipping 


freights and nontrade transactions. Press comments 
have emphasized that capital imports may vary from 
about £A 15 million to £A 120 million a year and cannot 
he relied upon to provide a steady flow. The Treasurer 
said that Australia’s external receipts from exports and 
capital inflow would have to be about £A 900 million or 
more to finance imports at the current level. 

Sources: The Finance tal Times. I ondon. I ngland, Janu- 


ary 10 and 17, 1957. 


Australian Gold Production 


Australian gold production has been reduced since 
fiscal 1953-514 by higher costs and. to a small extent, by 
the loss of overseas premium markets. Production in 
1955-56 amounted to 1.029.392 fine ounces, of which 80 
per cent came from Western Australian mines and 6 per 


This total was 50.85 
The total value 


cent from the Northern Territory 
ounces less than in the previous year. 
of refinery production of newly mined gold of Australian 
origin in 1955-56 was £A 16.2 million. Between March 
1955 and June 
subsidized the industry to the extent of nearly £A 500,000 
under the provisions of the Gold Mining Industry Assist 
ance Act of 1954. the 
extended for a further three vears. to 1958-59. 

During 531.6614 fine ounces of gold were 


abroad. chiefly to Hong Kong. 


cially during the second half of the year. exports were 


1956 the Commonwealth Government 


operations of which have been 


1955-50. 
shipped However, espe 
considerably less than in 1954-55. 

National Bank of Australasia. Monthly Summary 
of Australian Conditions, Melbourne. Australia. 
November 13, 1956. 


Source 
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